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PREFERENCES 

REF: STATE 055421 AND MANILA 2929 

FOLLOWING IS TEXT OF PRESIDENTIAL DECREE NO 894. 

QUOTE. REQUIRING GOVERNMENT OFFICES. AGENCIES, 
INSTRUMENTALITIES AND GOVERNMENT OWNED OR CONTROLLED 
CORPORATIONS, PERSONS AND ENTITIES ENJOYING TAX 
EXEMPTION, INCENTIVE OR SUBSIDY FROM THE GOVERNMENT 
TO UTILIZE IN THE INTERNATIONAL TRANSPORTATION THE 
SERVICES OF THE PHILIPPINE FLAG AIR CARRIER AND 
SHIPPING LINES AND FOR OTHER PURPOSES. 

WHEREAS. IT IS NECESSARY FOR OUR NATIONAL ECONOMIC 
DEVELOPMENT THAT EVERY EFFORT IS EXERTED BY ALL TO 
SAVE AND CONSERVE OUR FOREIGN EXCHANGE RESERVES; 
WHEREAS. PAYMENT OF TRANSPORTATION FARES TO FOREIGN 
AIRLINES AND SHIPPING LINES, EVEN IF MADE IN PHILIPPINES. 
CURRENCY, CONSTITUES A HEAVY DRAIN TO OUR FOREIGN 
EXCHANGE RESERVES IN VIEW OF THE FACT THAT SUCH FOREIGN 
AIRLINES AND SHIPPING LINES REMIT ABROAD THEIR RECEIPTS IN 
EXCESS OF THEIR LOCAL EXPENSES; 

WHEREAS. THE PHILIPINE FLAG AIR CARRIER AND SHIPPING 
LINES OPERATING INTERNATIONAL TRANSPORTATION PERFORM 
TRANSPORTATION SERVICES OF VITAL IMPORTANCE TO THE 
FOREIGN COMMERCE AND TRADE OF THE PHILIPPINES INCLUDING 
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ITS BALANCE OF PAYMENTS, TO THE POSTAL SERVICE, AND TO 
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THE NATIONAL SECURITY AND DEFENSE; 

WHEREAS, IN MOST COUNTRIES OF THE WOLD, THE POLICY 
AND PRACTICE OF GRANTING PREFERENCE TO THE NATIONAL 
FLAG AIR CARRIER AND SHIPPING LINES OVER FOREIGN AIR 
CARRIERS AND SHIPPING LINES WITH RESPECT TO TRANSP- 
PORTATION OF GOVERNMENT FINANCED PASSENGERS AND 
PROPERTY HAS EITHER BEEN ADOPTED AND 
IMPLEMENTED OR IS IN THE PROCESS OF BEING ADOPTED AND 
IMPLEMENTED; 

NOW, THEREFORE, I, FERDINAND E. MARCOS, PRESIDENT OF 
THE PHILIPPINES, BY VIRTUE OF THE POWERS VESTED IN ME 
BY THE CONSTITUTION, DO HEREBY ORDER AND DECREE AS FOLLOWS; 
SECTION 1. WHENEVER ANY BRANCH, DEPARTMENT, AGENCY, 
INSTRUMENTALITY OR OFFICES OF THE GOVERNMENT INCLUDING 
LOCAL GOVERNMENTS AND CORPORATIONS AND INSTITUTIONS 
OWNED AND CONTROLLED BY THE GOVERNMENT, SHALL PROCURE, 
CONTRACT FOR, OR OTHERWISE OBTAIN, DIRECTLY OR INDIRECTLY, 
ANY TRANSPORTATION OF PERSONS OR PROPERTY BY AIR OR 
WATER BETWEEN THE PHILIPPINES AND A PLACE OUTSIDE 
THEREOF OR BETWEEN TWO PLACES BOTH OF WHICH ARE OUTSIDE 
THE PHILIPPINES, THE PAYMENT FOR WHICH IS MADE DIRECTLY 
OR INDIRECTLY FROM FUNDS OF THE REPUBLIC OF THE PHILIPPINES, 
THE APPROPRIATE AGENCY OR AGENCIES AND PUBLIC OFFICIALS 
CONCERNED SHALL TAKE SUCH STEPS AS MAY BE NECESSARY TO 
ASSURE THAT SUCH TRANSPORTATION IS PROVIDED BY THE 
PHILIPPINE FLAG AIR CARRIER OR SHIPPING LINES TO THE 
MAXIMUM EXTENT SERVICE BY SUCH CARRIER AND SHIPPING 
LINES IS AVAILABLE. 

SECTION 2. ANY PERSON, PARTNERSHIP, ASSOCIATION OR 
CORPORATION, CONTRACTOR AND SUBCONTRACTOR, GRANTED 
ANY ENJOYING ANY TAX EXEPPTION, SUBSIDY OR INCENTIVE 
FROM THE GOVERNMENT, OR WITH AN OUTSTANDING LOAN FROM 
OR WHOSE EXISTING OBLIGATION IS GUARANTEED BY THE 
GOVERNMENT OR BY ANY GOVERNMENT OWNED OR CONTROLLED 
CORPORATION AND FINANCIAL INSTUTION, OR AWARDED 
ANY CONTRACT BY THE GOVERNMENT OR ANY OF ITS AGENCIES 
AND INSTRUMENTALITIES, REQUIRING ANY TRANSPORTATION OF 
PERSONS AND PROPERTY BY AIR OR WATER BETWEEN THE 
PHLIPPINES AND A PLACE OUTSIDE THEREOF OR BETWEEN 
TWO PLACES BOTH OF WHICH ARE OUTSIDE THE PHILIPPINES, THE 
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PAYMENT FOR WHICH IS MADE DIRECTLY OR INDIRECTLY 
FROM THE FUNDS OF SUCH PERSON. PARTNERSHIP, ASSOCIATION 
CORPORATION, CONTRACTOR OR SUBCONTRACTOR, SHALL CAUSE 
SUCH AIR OR WATER TRANSPORTATION TO BE PROVIDED BY 
THE PHILIPPINE FLAG AIR CARRIER OR SHIPPING LINES TO 
THE MAXIMUM EXTENT SERVICE BY SUCH AIR CARRIER OR 
SHIPPING LINES IS AVAILABLE: PROVIDED, THAT, ANY 
SUCH PERSON, PARTNERSHIP, ASSOCIATION, CORPORATION, 
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CONTRACTOR OR SUBCONTRACTOR MAY PROCURE THE SERVICES 
OF FOREIGN AIR CARRIERS OR SHIPPING LINES TO THE 
EXTENT THAT SERVICE BY THE PHILIPPINE FLAG AIR CARRIER 
OR SHIPPING LINES IS NOT AVAILABLE, ONLY UPON PRIOR 
CERTIFICATION BY THE CIVIL AERONAUTICS BOARD OR BY THE 
BOARD OF TRANSPORATION, AS THE CASE MAY BE. 

SECTION 3. THE AUDITOR GENERAL SHALL DISALLOW ANY 
EXPENDITURE FROM APPROPRIATED FUNDS OF THE GOVERNMENT 
FOR PAYMENT OF PASSENGER OR CARGO TRANSPORTATION ON 
FOREIGN FLAG AIR CARRIERS AND SHIPPING LINES IN THE 
ABSENCE OF SATISFACTORY PROOF OF THE CLEAR NECESSITY 
THEREFOR. 

SECTION 4. ANY VIOLATION OF THE PROVISIONS OF 
SECTION 2 SHALL CAUSE THE WITHDRAWAL, REVOCATION, 
CANCELLATION, OR ACCELERATION OF PAYMENT, AS THE CASE 
MAY BE OF THE TAX EXEMPTION, SUBSIDY, INCENTIVE, 

LOAN, GUARANTEE AND CONTRACT OF SUCH PERSON, PARTNERSHIP, 
ASSOCIATION OR CORPORATION. 

SECTION 5. ALL LAWS. DECREES, ORDERS, RULES AND 
REGULATIONS OR PART THEREOF INCONSISTENT WITH THIS 
DECREE ARE HEREBY REPEALED OR MODIFIED ACCORDINGLY. 
SECTION 6. THIS DECREE SHALL TAKE EFFECT IMMEDIATELY. 

DONE IN THE CITY OF MANILA, THIS 26TH DAY OF FEBRUARY, 

IN THE YEAR OF OUR LORD, NINETEEN HUNDRED AND SEVENTY- 

SIX. UNQUOTE 

SULLIVAN 
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